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U.S. Fund and Bank Policy 


In a letter to President Eisenhower, Mr. R.B. Ander- 
son, the Secretary of the Treasury, on August 18 
requested guidance in relation to policy problems that 
might appropriately be raised at the next annual meet- 
ings of the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development. In 
his reply on August 26 President Eisenhower asked that 
the necessary steps should be taken in conjunction with 
the National Advisory Council on international monetary 
and financial problems, and assuming concurrency by 
interested members of the Congress, to support a pro- 
posal which the Secretary of the Treasury, as US. 
Governor of the Fund, should make at the annual 
meeting of the Fund in New Delhi that prompt consid- 
eration be given to the advisability of a general increase 
in the quotas assigned to the member governments. As 
U.S. Governor of the IBRD, the Secretary of the Treas- 
ury would further propose at the Bank’s annual meeting 
that prompt consideration be given to the advisability 
of an increase of the authorized capital of the Bank and 
to the offering of such additional capital for subscrip- 
tion by the Bank’s member governments. If informal 
discussions with other Bank members indicated that 
the creation of an International Development Associa- 
tion, as an affiliate of the Bank, which would finance 
development projects on the basis of long-term loans 
at reasonably low interest rates repayable in whole or 
in part in local currencies, would be feasible, the Secre- 
tary of the Treasury would also promptly initiate nego- 
tiations looking toward the establishment of such an 
affiliate. 

The Secretary of the Treasury stated that both the 
Fund and the Bank had staffs of internationally re- 
cruited experts who, with over a decade of experience 
behind them, have demonstrated their ability to act 
effectively and impartially. Both have established oper- 
ating standards and policies which command the respect 
of their member governments. Through the financial 
assistance that it has given to its members and the 
influence it has been able to bring to bear for the adop- 
tion of sound currency and exchange policies, the Fund 
has contributed substantially toward monetary stability 


and a freer flow of international trade and payments. 


President Eisenhower said that the past ten years testi- 
fied to the important role played by the Fund in assisting 
countries which, from time to time, encountered tem- 
porary difficulties in their balance of payments, and 
added that “we are now entering a period when the 
implementation of effective and sound economic policies 
may be increasingly dependent upon the facilities and 
technical advice which the Fund can make available. . . . 
Through its growing experience and increasingly close 
relations with its members, the Fund can help see to it 
that countries are encouraged to pursue policies that 
create stable financial and monetary conditions, while 
contributing to expanding world trade and income. The 
Fund is uniquely qualified to harmonize these objec- 
tives but its present resources do not appear adequate 
to the task.” 


Additional capital subscriptions to the Bank, Presi- 
dent Eisenhower said, would not necessarily require 
additional payments to be made to the Bank. They 
would, however, ensure the adequacy of the Bank’s 
lending resources for an extended period by strengthen- 
ing the guarantees that stand behind the Bank’s obliga- 
tions. The Bank would then be able to place a larger 
volume of its securities in a broader market, while still 
maintaining the prime quality of its securities and hence 
the favorable terms on which it can borrow and relend 
funds. 


Mr. Anderson stated subsequently that the U.S. 
Administration’s objective is to present the results of the 
negotiations outlined by the President to Congress in 
1959, though not necessarily by January. He said that, 
even if expansion of Fund and Bank powers took a year 
to negotiate and implement, their existing resources 
would be adequate during the interim period. An 
increase of the U.S. Fund quota would have a direct 
effect on the U.S. Federal budget, but expansion of the 
Bank’s capacity involved mostly the authorization of 
more Bank borrowing in the world’s money markets, 
and would therefore not affect the U.S. budget. 
Sources: Letters released by White House and Treas- 

ury, Washington, D.C., August 26, 1958; The 
Journal of Commerce, New York, N.Y., 
August 27, 1958. 
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IBRD Bond Issue 


The International Bank for Reconstruction and De- 
velopment has arranged the sale, entirely outside the 
United States, of a $75 million issue of U.S. dollar 
bonds. The sale was made by private placement with 
40 institutional investors in 26 countries, and marks a 
broadening of the already wide international market for 
IBRD bonds. 

The new bonds will be known as the “Two Year 
Bonds of 1958,” and will carry interest of 3% per cent, 
payable semiannually, with the first payment due on 
April 1, 1959. The issue is dated October 1, 1958 and 
matures on October 1, 1960. 

There was keen interest in this issue among the 
selected institutions approached, orders being received 
for $127 million of bonds. Request for bonds were 
received from institutions that had not previously bought 
the Bank’s obligations and in countries where Bank 
bonds had not been held before. 

Purchasers of the issue included central banks, gov- 
ernment special accounts, commercial banks, insurance 
companies, and private corporations. The issue was 
sold chiefly to investors who made purchases from the 
$75 million issue of 3% per cent dollar bonds, also 
placed entirely outside the United States, which matures 
on October 1, 1958. The countries where buyers pur- 
chased the new bonds are: Australia, Austria, Belgium, 
Canada, Denmark, El Salvador, Ecuador, Ethiopia, 


International Wool Position 

At the opening sales of the Australian 1958-59 wool 
season, prices were somewhat less than they had been 
at the close of the previous season in June. World pro- 
duction of wool in 1957-58 was about 2 per cent less 
than in the previous year, the Australian and South 
African clips being damaged by drought. A similar 
decline is predicted for 1958-59 as a result of continued 
drought conditions. Consumption has, however, also 
tended to fall off, and its recovery depends largely on 
the general economic trend. 

The weakness of wool prices in 1957-58 induced the 
New Zealand Wool Commission and the South African 
Wool Board to take support measures. At the beginning 
of each season a minimum price—33 pence per pound 
for greasy wool in 1957-58 and 1958-59— is fixed by 
the New Zealand Wool Commission, which will inter- 
vene in the market if the price falls below the fixed 
level. After March 1958, 47,000 bales of wool were 
withdrawn from the market by the Commission. Under 
a similar system in South Africa, the Wool Board 
acquired some 48,000 bales. 

Sources: Kredietbank, Weekly Bulletin, Brussels, Bel- 
gium, August 9, 1958; The Journal of Com- 
merce, New York, N.Y., August 26, 1958. 


Finland, Federal Republic of Germany, Greece, Hon- 
duras, Iran, Israel, Italy, Japan, Mexico, Morocco, the 
Netherlands, Nicaragua, Norway, South Africa, Sweden, 
Switzerland, Thailand, and the United Kingdom. 


The current transaction is the eighth private place- 
ment of IBRD dollar bonds outside the United States. 
The total of these placements is $600 million, of which 
$115 million will have been retired when the new issue 
becomes outstanding. 


The total of the Bank’s funded debt will not be 
affected by the sale of this new issue. Its outstanding 
bonds and notes will still stand at about $1,700 million, 
of which, it is estimated, 47 per cent is held outside the 
United States. Included in these holdings outside the 
United States are $575 million of the Bank’s dollar 
bonds and notes; this is almost two fifths of the $1,500 
million of the Bank’s obligations that are denominated 
in U.S. dollars. The remainder of the holdings outside 
the United States amounts to the equivalent of about 
$200 million, denominated in Canadian dollars, 
deutsche mark, Netherlands guilders, pounds sterling, 
and Swiss francs. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., August 27, 1958. 


Europe 


London Gold Price 


The dollar price of gold in London gradually declined 
during the second and third weeks of August, until on 
August 20 it reached $35.08 per fine ounce, the lowest 
quotation since February 27. The main reason given 
for the decline is small sales from France which have 
put some pressure on the price at what is normally a 
quiet period in the bullion market. Gold is said to have 
been moving from Paris to Switzerland, presumably 
because it is possible to make a profit from foreign 
note transactions. 


Source: The Times, London, England, August 20, 
1958. 


Wage Earnings in U.K. Industry 

Average weekly earnings in British industry rose in 
the year ended April 1958 by 4.6 per cent, i.e., in 
exactly the same proportion as the basic wage rates. 
This was in contrast to the trend in previous years: in 
the last 11 years, average weekly earnings rose by 
106.8 per cent, while basic wage rates increased by 
only 76.4 per cent. 
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In the industries covered by a U.K. Ministry of Labor 
inquiry, the average earnings of all workers amounted 
to £10 14s. 1d. per week in April 1958; the average 
number of hours worked was 46.2, 0.9 per cent less 
than in April 1957. 

Source: The Financial Times, London, England, Au- 
gust 21, 1958. 


U.K. Interest Rates 


As from August 23, 1958, the U.K. Treasury has 
reduced interest rates on medium-term and long-term 
loans advanced to local authorities from the Local 
Loans Fund. The rate for medium-term loans, i.e., 
loans for over 5 but not more than 15 years, has been 
cut by 0.25 per cent, to 6 per cent, the level ruling 
before September 28, 1957. Interest on loans of over 
15 years also has: been cut by 0.25 per cent, to 6 per 
cent, but this is still 0.25 per cent higher than before 
September 28, 1957. The rate on short-term loans to 
local authorities remains unchanged at 5.75 per cent, 
to which it was reduced on July 12 and which is the 
same as before September 28, 1957. Previous reduc- 
tions on loans to local authorities were announced on 
February 25 and July 12, 1958. 

At the weekly tender of Treasury Bills on August 22, 
the U.K. Government borrowed money at an average 
discount rate of £3 14s. 6.25d. per cent, compared with 
£3 14s. Sd. per cent on August 15. The amount 
allotted was unchanged at £250 million on applications 
totaling £437.8 million. 

Source: The Financial Times, London, England, Au- 
gust 23, 1958. 


U.K. Banks and Hire-Purchase Finance 
Subsequent to the decision by Barclays Bank to par- 
ticipate in the capital of United Dominions Trust, a 
hire-purchase finance company (see this News Survey, 
Vol. XI, p. 34), two further announcements were made 
of British bank participation in hire-purchase financing. 
The Westminster Bank and Martins Bank will each 
take up 20 per cent of the ordinary share capital of 
Mercantile Credit, another leading hire-purchase finance 
house, and the Royal Bank of Scotland, William Dea- 
con’s, and Glyn Mills will buy a 40 per cent share in 
the British Wagon Company. Hire-purchase finance 
companies have had their bank advances reduced dur- 
ing the credit squeeze, and have had to resort to exten- 
sive borrowing from the public by offering high interest 
on deposits. 
Sources: The Manchester Guardian, Manchester, Eng- 
land, July 31, 1958; The Times, London, 
England, August 14, 1958. 


Netherlands Bank Reserve Requirements 
Effective August 22, 1958, the Netherlands Bank 
has raised the minimum reserve requirements for com- 
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mercial banks from 9 per cent to 10 per cent of their 
deposits; these requirements are held in a noninterest- 
bearing account with the central bank. Since Febru- 
ary 1958 the Netherlands Bank has, through repeated 
moves, raised the cash reserve ratio from 4 per cent to 
the maximum of 10 per cent. The ratio was raised 
from 7 per cent to 8 per cent on June 22, and to 9 per 
cent on July 22 (see this News Survey, Vol. XI, p. 35). 
The latest change will require banks to hold an aver- 
age balance at the Netherlands Bank of about f. 500 
million, approximately f. 50 million more than pre- 
viously. 

Source: Nieuwe Rotterdamse Courant, 

Netherlands, August 18, 1958. 


Rotterdam, 


Export and Import of Dutch Currency 

The Netherlands Bank has revised the regulations 
governing imports and exports of Dutch notes and 
coins by travelers. There is no longer any limit on the 
import of Dutch currency by nonresidents. Nonresidents 
are permitted to export up to f. 1,000, or, if a declara- 
tion showing that a greater amount had been imported, 
up to the amount imported. Residents returning from 
abroad may bring in Dutch currency up to the amount 
exported, plus any acquired abroad through the con- 
version of tourist exchange. 


Source: De Maasbode, Rotterdam, Netherlands, July 11, 
1958. 


Danish-Brazilian Trade 


The Brazilian Government has agreed not to require 
payment in transferable currency of Denmark’s debt 
totaling about DKr 100 million. The swing credit 
facility in force between the two countries amounts to 
DKr 75 million, and transferable currency would nor- 
mally be used to discharge any excess over this figure. 
Denmark’s foreign exchange debt is gradually being 
reduced by sales of Danish ships to Brazil. Four coastal 
ships have already been sold, and Brazil is interested in 
acquiring further ships. The Danish Finance Minister 
proposes a visit to Rio de Janeiro to negotiate for 
increased Danish exports to Brazil, with the immediate 
object of reducing the Danish debt that remains despite 
the export of ships, and with the longer-term objective 
of improving the balance of trade between the two 
countries. 


Source: Bérsen, Copenhagen, Denmark, August 
1958. 


5 


Interest Rates in West Germany 

In its July report, the Deutsche Bundesbank notes 
with satisfaction that the reduction on June 27 in the 
official discount rate, from 3% per cent to 3 per cent 
(see this News Survey, Vol. XI, p. 11), has now had 


its effect on other interest rates. After the Bank 
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Supervisory Authorities had annulled a decision of 
1954, it was possible to lower the maximum limit for 
interest On current accounts to 4% per cent (without 
allowing for the usual commissions). Interest rates 
for longer-term deposits have been reduced by % per 
cent, to 4 per cent or 44% per cent. However, the report 
points out that the reduction in the latter case has not 
gone as far as is desirable in the light of existing condi- 
tions. The major obstacie to a further reduction has 
been the rate for savings deposits with an agreed period 
of notice of 12 months or more. The savings banks did 
not want to reduce this rate below 4% per cent; this 
meant that for other long-term deposits a higher rate 
had to be fixed than would otherwise have been required. 
The report concludes that the interest rates for these 
deposits should still be regarded as relatively too high, 
particularly in view of the rapid fall in capital interest 
rates. The Bank welcomes the decision of the Bank 
Supervisory Authorities to review the whole system of 
credit interest rates again later in the year. 

Source: Deutsche Bundesbank, Monthly Report, Frank- 

furt am Main, Germany, July 1958. 


West German Economic Activity 

In recent months production in West Germany con- 
tinued to show a diversified picture. Economic activity 
remains at a relatively high level, but there is hardly 
any further expansion. The index of industrial pro- 


duction, which in the first quarter of the year was 3 per 
cent to 4 per cent higher than in the first quarter of 
1957, despite the fairly serious effects of the persistence 
of winter weather upon production in certain branches 
of activity, was in the second quarter of 1958 only 
| per cent to 2 per cent above what it had been a year 


earlier. In interpreting these figures, it must, however, 
be remembered that industrial production is not the 
sole measure of the trend of economic activity, because, 
as prosperity grows, the service occupations become 
more and more prominent. 

In the middle of 1958 the number of persons em- 
ployed in the building trade was 1.32 million, or 30,000 
more than a year earlier. Of the 138,000 jobs for male 
workers registered as vacant at labor exchanges at the 
end of June, roughly 40 per cent were offered by the 
building trade, and there was a corresponding increase 
in recent months in the output of the building trade. 

The amount of orders currently coming in for indus- 
trial products is comparatively small, and the order 
backlogs, which so far have given important support 
to production, are declining steadily. To a substantial 
extent, this is due to the persistently unfavorable state 
of foreign demand. Since September 1957 through 
May !958, the amount of incoming export orders has 
been consistently less by about 10 per cent than a year 
earlier, and most industries have been affected by this 
slackening of export activity. For industry as a whole, 


moreover, the inflow of domestic orders up to May 
was not sufficient to offset fully the shortfalls in export 
orders, so that the total of new orders was a little less 
than it had been a year earlier. Current domestic 
demand for industrial products is, however, greater 
than the amount of new orders to industry would sug- 
gest. Customers in some important lines have for some 
time been holding their orders back because in present 
circumstances they regard their stocks of goods as too 
large, and domestic demand in the capital goods indus- 
tries has on the whole remained fairly keen. These are 
the only industries that have received more domestic 
orders so far this year than in the corresponding period 
of 1957 and where domestic demand has so far been 
sufficient to make good the increasing slackness in 
incoming export orders. 

Source: Deutsche Bundesbank, Monthly Report, Frank- 

furt am Main, Germany, July 1958. 


Unemployment in West Germany 

Unemployment in West Germany in July reached its 
lowest level since the currency reform. Only 356,139 
persons, of whom 182,187 were men, were registered 
as out of work. The total figure was 34,000 below the 
position at the end of July 1957 and about 9,000 below 
the lowest point, reached at the end of August last year. 
The ratio of unemployment to the total number of 
employees in July was 1.8 per cent. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, August 6, 1958. 


Measures to Conserve Foreign Exchange in Greece 

An increase in the current account deficit in the 
Greek balance of payments for the first half of 1958 
has led to certain measures designed to save foreign 
exchange. The authorities are particularly concerned 
to discourage imports of consumer goods intended for 
the higher income groups. It is proposed to place 
special taxes on certain luxury goods, most of which 
are imported, such as air conditioners and large auto- 
mobiles, and to restrict the facilities for their purchase 
pn consumer credit. The advance deposits applicable 
to different groups of import items will be increased, 
and where the deposit is already 100 per cent, payment 
of customs duties in advance will also be required. The 
time limits for customs clearance are to be reduced. 

Other measures are proposed to restrict certain fa- 
cilities for short-term credits to industry, since it is 
believed that in the past these credits have been diverted 
to commercial operations and to the financing of 
imports. 

Foreign exchange allowances for all travel abroad 
have been reduced. The basic allowance for tourists is 
to be $150 per trip, instead of $200 as previously. 


Source: Naftemboriki, Athens, Greece, August 4, 1958. 
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Middle East 


Libyan Development Program 


Total official expenditure on economic development 
in Libya during the financial year ended March 31, 
1957, amounted to L£6.5 million, excluding about 
L£250,000 spent by various UN technical assistance 
missions. This represented an increase of L£4.2 mil- 
lion over 1956 and an increase of L£5.1 million over 
1955. More than L£4.0 million was contributed by the 
United States and channeled through the various Libyan 
and joint development agencies. These contributions 
increased to L£7.2 million in 1957-58, but are expected 
to fall somewhat in the present financial year. The 
main tasks completed with the help of U.S. funds were 
the provision of capital to the National Bank of Libya 
and the National Agricultural Bank, the setting up of 
an agricultural extension program, and the improvement 
of the transport and communications systems. 

The U.K. annual contribution of L£1 million and 
smaller contributions by France, Italy, Egypt, and 
Turkey were channeled principally through a separate 
agency known as the Libyan Public Development and 
Stabilization Agency, which is responsible for relief as 
well as a limited development program. 

Source: Development Council, Development Activities 
in Libya, 1956-57, Tripoli, Libya, 1957. 


National Bank of Libya 


The second annual report of the National Bank of 
Libya, covering the year ended March 31, 1958, 
reviewed the major economic development affecting 
the monetary situation in Libya. Currency in circula- 
tion increased by about 18 per cent during the year, 
compared with an increase of 20 per cent during 
1956-57. Deposits with the National Bank increased 
from L£4.3 million at the end of March 1957 to L£9.0 
million a year later. The largest part of this increase 
was in the deposits of the Federal and Provincial Gov- 
ernments, from L£1.1 million to L£4.6 million. The 
Bank’s total assets and liabilities increased from L£11.7 
million to L£18.0 million, foreign assets increasing 
from L£11.4 million to L£17.4 million. In view of 
the continued large influx of foreign capital associated 
mainly with oil exploration, of increased donations 
received by the Libyan Government, and of spending 
by foreign missions, the National Bank did not con- 
sider the increase in currency in circulation excessive. 
However, the rediscount rate was raised in October 1957 
from 4 per cent to 5 per cent, as a warning against 
excessive spending. 


The period under review has been of great importance 
in the institutional development of the National Bank. 
A Banking Control Bill has finally been approved, which 
gives the National Bank some degree of control over 
the commercial banks operating in Libya. A branch 
office of the Bank has been opened in Sebha, Fezzan, 
and a joint chief office in Benghazi. A new issue of 
notes has been decided upon. The two smaller denomi- 
nations of notes, 10 piastres and 5 piastres, are to be 
replaced by coins. 

The operations of the National Bank showed a net 
profit of L£396,000, of which L£88,000 was paid to 
the Government. 

Source: National Bank of Libya, Second Annual Re- 
port of the Board of Directors, Year Ended 
March 31, 1958, Tripoli, Libya, May 1958. 


Import Policy in Israel 

Further liberalization in granting import licenses 
was announced recently by Israel’s Minister of Finance. 
About 65 per cent of the raw material imports needed 
for Israel’s industry is now affected by liberalization 
measures. Increased customs duties and special sur- 
charges are applied to these imports. At the same time, 
fiscal charges have been increased on cigarettes, spirits, 
and cooking gas. One object of these measures is 
reported to be the raising of additional revenue for the 
Government. 


Source: The Jerusalem Post, Jerusalem, Israel, Au- 
gust 8, 1958. 


State Bank of Pakistan 


In a survey of the work of the State Bank of Pakistan 
since its foundation in July 1948, when it took over 
the central banking functions of Pakistan, Mr. Abdul 
Qadir, the Governor of the Bank, states that in less 
developed countries central banking functions must 
necessarily be more varied and more comprehensive 
than is traditional in more advanced countries. This 
was especially true in Pakistan, where normal banking 
facilities had been disrupted by partition. The main 
task of the State Bank therefore related less to the 
traditional control of the credit situation than to the 
rehabilitation, improvement, and development of the 
banking and credit system through which such control 
could be exercised. The which has been 
achieved in this task is indicated by the increase in the 
number of bank offices in Pakistan—from 195 in 
July 1948 to 308 at the end of May 1958. Of the total 
number in 1958, Pakistani banks accounted for 232, 
in contrast to 25 in July 1948, when they had 23 offices 
in West Pakistan and 2 in East Pakistan; the number 
of Indian bank offices declined from 151 to 40. The 
total deposit liabilities of scheduled banks in Pakistan 


success 
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increased during this period from Rs 880.5 million to 
Rs 2,527.7 million, and total scheduled bank credit 
from Rs 197.8 million to Rs 1,205.8 million. 


Source: Press Information Department, Government 
of Pakistan, Pakistan News Digest, Karachi, 
Pakistan, July 15, 1958. 


Far East 
Decline in Indian Exports 


During the five months January-May 1958 India’s 
export earnings were Rs 280 million (US$59 million) 
less than in the comparable period of 1957. Exports 
to the dollar area declined by Rs 25 million, and 
exports to other countries declined by Rs 255 million. 


Source: The Financial Times, London, England, Au- 
gust 19, 1958. 


United States and Canada 
U.S. Federal Reserve Discount Rate 


The Board of Governors of the Federal Reserve 
System has approved a “% per cent increase in the 
discount rate for the Atlanta Reserve Bank. The 
Atlanta bank was the third Reserve Bank to raise its 
discount rate from 154 per cent to 2 per cent. Such 
action was taken by the San Francisco bank on Au- 
gust 14 and by the Dallas bank a week later. 

Source: The Wall Street Journal, New York, N.Y., 
August 26, 1958. 


U.S. Agricultural Legislation 

A new farm bill, which has been passed by the 
Congress and submitted to the President for signature, 
provides a legislative basis for reduced price support 
and increased acreage for cotton and feedgrains, thus 
reducing the role of the Government in the agricultural 
economy. Price supports for the 1959 cotton crop 
will be not less than 80 per cent of parity for farmers 
who plant no more than their allotted acreage and not 
less than 65 per cent of parity for those who plant up 
to 40 per cent more than their allotted acreage. In 
1960, the supports will be 75 per cent and 60 per cent, 
respectively. In 1961, supports will be not less than 70 
per cent, and in 1962 and thereafter, not less than 65 
per cent, with the optional feature of allotment observ- 
ance eliminated. Acreage allotment may not be less 
than 16.3 million, compared with the 1958 planted 
acreage of 12.6 million. It is expected that the legisla- 
tion will result in increased cotton output in 1959, with 
planting on perhaps 18 million to 19 million acres. 

The bill calls for a December referendum for corn 
farmers to choose between two price support programs. 


They can vote either to maintain present acreage allot- 
ments with supports varying between 75 per cent and 
90 per cent of parity or to abolish planting restrictions 
with supports at 10 per cent below the average price 
received in the three previous years; support would not 
fall below 65 per cent of parity. The price support level 
for rice would be not less than 75 per cent for the 1959 
and 1960 crops, not less than 70 per cent for 1961, 
and not less than 65 per cent for 1962 and thereafter. 
The present level for rice is 75-90 per cent. The mini- 
mum acreage allotment is based on the 1956 level of 
1.6 million acres. 

An extension of the Agricultural Trade Development 
and Assistance Act was passed by Congress and sent 
to the President for signature. The Act is extended 
until December 30, 1959 and authorizes additional 
funds for sales of farm surpluses for foreign currencies 
in an amount of $2.25 billion. 

Sources: The Wall Street Journal, August 19, 1958, 
and The Journal of Commerce, August 
25, 1958, New York, N.Y. 


U.S. Farm Exports 

U.S. exports of agricultural commodities are estimated 
at $4.1 billion for the fiscal year ended June 1958; this 
is 14 per cent below the $4.7 billion in the fiscal year 
1957. More than 80 per cent of the decline is accounted 
for by cotton, wheat, and rice. Cotton and wheat ex- 
ports were each one fourth, and rice exports more than 
two fifths, less than in the earlier year. Shipments of 
feedgrains rose by 20 per cent to a record figure. The 
reduction in cotton exports was a reaction to extremely 
large shipments during the fiscal year 1957 under the 
U.S. competitive pricing export program. Wheat ex- 
ports declined as the harvest in Western Europe im- 
proved greatly. Smaller rice exports resulted largely 
from reduced activity under the government program 
of sales for foreign currencies. 

Exports under all U.S. Government programs, at 
$1.2 billion in fiscal 1958, were 36 per cent less than 
a year earlier. Exports under barter dropped by 75 
per cent; under mutual security programs, by, 40 per 
cent; and under foreign currency sales under Public 
Law 480, by more than 25 per cent. Conversely, ex- 
ports outside these programs, at $2.8 billion, were 1 
per cent above those in the previous year. 

Source: Department of Agriculture, Foreign Agricul- 


tural Trade Digest, Washington, D.C., August 
1958. 


U.S. Imports of Watches 

In its annual report on imports of watches into the 
United States, the U.S. Tariff Commission states that 
the current position does not justify reopening the ques- 
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tion of customs duties on these imports. The report 

does not refer to the “defense essentiality” of the watch 

industry. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 30, 1958. 


U.S. Duty on Seed Wheat 


President Eisenhower has vetoed a tariff bill on seed 
wheat from Canada, since its passage would have 
violated a trade agreement with that country. The duty 
is 5 per cent of the value of imports, or about 10 cents 
per bushel at current prices. The bill would have made 
seed wheat subject to the duty that is applied to all 
other imported wheat, namely 21 cents a bushel. 


Source: The Washington Post and Times-Herald, 
Washington, D.C.; August 21, 1958. 


Changes in Canadian Customs 

Amendments to the Customs Act have been recently 
submitted to the Canadian Parliament following the 
announcement of antidumping measures made by the 
Minister of Finance in his budget speech (see this News 
Survey, Vol. XI, p. 14). Should a Canadian business- 
man feel that injury is being done to his industry by 
the importation of foreign goods at prices deemed to be 
lower than the production cost, the Canadian Cabinet 
may authorize an Order-in-Council canceling the usual 
methods of determining dutiable value and substituting 
the cost of production. Duty will then be levied on the 
cost of production plus a reasonable proportion of 
gross profit. Up to this time, duties have been levied on 
the basis of fair market value only. This was defined as 
“like goods when sold in like quantities for home con- 
sumption in the ordinary course of trade under fully 
competitive conditions and under comparable condi- 
tions of sale.” Fair market value still remains the basic 
method of determining valuation, but only if trans- 
actions in the home market are strictly comparable to 
the export sale. To meet the test of comparability, im- 
ports are subject to a long series of criteria, including 
provisions requiring that the purchaser in the exporting 
country must be located at the same place as the point 
of shipment to Canada, and that he must be at the same 
trade level as the Canadian importer. Since the present 
antidumping section of the Tariff Act will automatically 
apply to any goods brought under the new cost of 
production formula, an additional duty will be levied 
equal to the difference between the selling price and 
the dutiable value as calculated by the new formula. 
Besides these antidumping measures, the new bill pro- 
poses new definitions for calculating the dutiable value 
of all imports and contains new provisions in respect 
of the valuation of end-of-season sales of U.S. fruits and 
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vegetables. The bill also includes new procedures for 
appealing to the Exchequer Court from the Tariff Board. 


Source: The Financial Post, Toronto, Canada, August 
23, 1958. 


Latin America 


Brazil's Federal Budget 


A study prepared by the Minister of Finance of 
Brazil on the federal budgetary situation led to the 
conclusion that a further effort to reduce spending was 
essential. In a report to the President, the Minister 
pointed out that substantial increases in expenditure, 
such as those needed to meet the emergency program to 
assist the drought area in the northeast, were unavoid- 
able. Even if the original plan to curb expenditure by 
some Cr$17 billion was maintained, the federal deficit 
in 1958 would be about Cr$32 billion. To cover this 
deficit the authorities could count on revenue amounting 
to only Cr$22 billion, of which Cr$15 billion would be 
derived from the sale of treasury bonds and Cr$7 billion 
from a loan from the Bank of Brazil. The Minister put 
forward proposals (later embodied in a decree published 
on July 22) involving a reduction in government ex- 
penditure of Cr$10 billion, mainly falling on the Min- 
istry of Transport and Public Works (Cr$5 billion) 
and the Ministry of Finance (Cr$2 billion). With 
this latest cut, budgeted expenditure was reduced to 
Cr$113.5 billion (against the original figure at the be- 
ginning of the year of Cr$140.5 billion), and, after 
allowing for extra-budget allocations of Cr$20 billion, 
total estimated expenditure amounts to Cr$133.5 billion. 
This expenditure is covered by an estimated revenue of 
Cr$111.5 billion from tax collections, Cr$15 billion 
from the issue of treasury bonds, and Cr$7 billion to be 
lent by the Bank of Brazil. The extra-budget allocation 
of Cr$20 billion is prescribed as a maximum, and the 
decree specifies the purposes for which the allocation 
is to be made; the principal items are Cr$6 billion for 
unpaid accounts and Cr$4 billion for additional financial 
assistance in the drought region in the northeast. 
Source: Bank of London & South America, Fortnightly 

Review, London, England, August 16, 1958. 


Argentine Import Taxation 

The Argentine Government has substantially in- 
creased the special tax imposed on imported automobiles 
to a minimum of M$N 120,000 per unit. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 30, 1958. 


Other Countries 


New Zealand's Balance of Payments Problem 
The Minister of Finance of New Zealand announced 
in a statement in Parliament on August 20 that the 
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Government was contemplating obtaining overdraft 
facilities from one of the British banks. The statement 
was made during the discussion of the Reserve Bank 
Amendment Bill. This bill contains and clarifies pro- 
visions enabling the central bank of New Zealand to 
negotiate loans on a bank-to-bank basis and to pledge 
its assets, including gold reserves, to obtain short-term 
loans. The Minister suggested that the country’s ex- 
ternal deficit this year would be between £NZ 55 million 
and £NZ 75 million. If it were £NZ 60 million it would 
be partly covered by the £NZ 27.5 million already 
borrowed; reserves could safely and properly provide 
£NZ 10 million, leaving a residual of £NZ 22.5 million 
to be borrowed. 


Sources: The Times and The Financial Times, London. 
England, August 21, 1958. 


South Africa's Economic Position and Reserves 

In his annual speech to the stockholders of the South 
African Reserve Bank on August 20, the Governor of 
the Bank said that South Africa’s economy was basically 
sound but that in recent months there had been signs 
of a marked slowing down in some branches. There 
were no signs of any unemployment problems, but, 
according to the Governor, the domestic economy had 
not yet felt the full impact of the world decline in prices 
for many of South Africa’s primary products. The 
Governor also cautioned that maintenance of the current 
high level of government capital expenditure might 
place undue strain on the internal financial position as 
well as on the balance of payments. The Union's ex- 
ternal position would continue to demand caution and 
restraint in monetary and economic policies generally. 

The gold and foreign exchange holdings of the South 
African Reserve Bank totaled £81.59 million on August 
15, 1958. The reserves reached a low of £72.58 million 
on May 30 of this year, following an almost continuous 
decline that started in March 1957. 
Source: The Financial 

August 21, 1958. 


Times, London, 


England, 


South African Gold and Uranium Production 


South Africa’s gold production in the second quarter 
of 1958 amounted to 4,359,471 fine ounces valued at 
£54.24 million, compared with 4,269,356 fine ounces 
valued at £53.34 million in the same quarter of 1957. 
The native labor force at the end of June 1958 totaled 
334,882, compared with 335,756 a year earlier, and 
the average daily output in June 1958 was 57,903 fine 
ounces, compared with 56,800 fine ounces in June 1957. 

Uranium exports in the second quarter of 1958 
amounted to £14.0 million, compared with £12.05 mil- 
lion in the corresponding period of 1957. The South 
African Minister of Economic Affairs stated in Parlia- 
ment that there would be trade in uranium with countries 
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like Japan and Israel, which wanted to buy uranium 
produced by South Africa in excess of the quota of 
6,200 tons annually taken up by the Combined Develop- 
ment Agency. The statement was made during the 
debate on the Atomic Energy Amendment Bill, which 
inter alia outlines changes in the South African Atomic 
Energy Board. The Board will include a representative 
of industry as well as of the Electricity Supply Commis- 
sion. A commission has been appointed to study the 
question of setting up an atomic reactor in the southern 
part of South Africa, to provide electricity and to save 
the railways the long haul they have to make to deliver 
fuel for power. 


Sources: The Standard Bank of South Africa Limited, 
The Standard Bank Review, August 1958, 
and The Financial Times, August 22, 1958, 
London, England. 


Algerian Banknotes 


Since early August, Algerian banknotes may be ex- 
changed for French banknotes in all banks in France 
without formalities or expense. This exchange will also 
soon be authorized in French post offices and public 
treasury offices. Moreover, Algerian banknotes are 
accepted by the French railways and by Air France. 

The French Government is at present contemplating 
the authorization of the exchange in Algeria of French 
banknotes against Algerian banknotes without formality 
or expense. 


Source: Le Monde, Paris, France, August 15-16, 1958. 


Corrigendum 


Volume XI, No. 5, August 1, 1958, page 38, item, 
“Ceylon’s Budget for 1958-59”: The second sentence 
in the first paragraph should read as follows: “The 
deficit is expected to be covered by additional taxation, 
market loans, and increased foreign aid.” 
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